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THE THREE Steps To 
THAT Safe FEELING... 


vihen you designate the CT SYSTEM 
of Corporate ieiheBtinns for your clients 


You are sure that you, as counsel, 
will get notice of any process served 
on your client’s statutory repre- 
sentative or at its statutory offices. 


You are sure that you (and, if you de- 
sire it, any other individual you name) 
will get full information on each state 
tax requirement to which your client 
may be subject—at just about the time 
each requirement should begin to re- 
ceive attention. 


You are sure that if there should be a 
question about an over-assessment of a 
tax or a question as to whether or not 
the client must comply with some re- 
quirement in a state where it is qualified 
as foreign, all the background material 
you will want (law, rulings, court deci- 
sions, etc.) will be in the State Tax Re- 
porter which is furnished as part of the 
CT SYSTEM of Corporate Protection. 
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W HERE the dissolution of a cor- 
poration is being contemplated shortly 
before July 1, counsel has found by 
experience that if dissolution is con- 
summated before July 1, this will, in 
a number of states, discussed below, 
result in eliminating liability for the 
fling of certain tax returns and the 
payment of related taxes which will 
otherwise become due if dissolution is 
delayed until shortly after July 1. 


In Arizona, for instance, such dissolu- 
tion prior to July 1 would make un- 
necessary the filing of the Annual Re- 
port and the payment of the accom- 
panying Registration Fee which are 
normally due during June. 


The Florida Annual Report and Fee 
are ordinarily expected of corporations 
whose names remain upon the state’s 
records as of July 1. Dissolution be- 
fore that date would, of course, remove 
a dissolving corporation’s name from 
the list of those from whom the report 
is expected that year. Somewhat the 
same situation exists with respect to 
the filing of the Indiana Annual Report, 
due within 30 days after June 30. 
There, too, dissolution before July 1 
should likewise result in removing the 
dissolving corporation’s name from the 
roster of those expected to file this 
Report. 


The Illinois Franchise Tax is pres- 
ently paid to July 1. Dissolution prior 
to July 1 would make- unnecessary 
the payment of the Franchise Tax for 
the year beginning July 1. 
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Since, under 1949 Oklahoma legisla- 
tion, it is provided that the franchise 
tax is for the year beginning July 1, 
and as the Franchise Tax Report is 
due between July 1 and August 31, 
dissolutian prior to July 1 should serve 
to eliminate liability for a payment of 
this tax in the current year. 


The Oregon Annual License Fee is 
exacted for the year beginning July 1. 
Dissolution prior to July 1 should 
make unnecessary payment of this 
Fee for the ensuing year. 


The Washington Annual License Fee, 
due on or before July 1, and therefore 
dissolution prior to that date should 
make unnecessary the payment of this 
fee in the current year. Similarly, in 
Wyoming, where the Annual Statement 
and License Tax relate to the year 
beginning July 1, dissolution before 
July 1 should serve to eliminate 
liability for this tax which would nor- 
mally be due on July 1. 


In Kentucky, all taxable property is 
assessed as of July 1 for state and 
county property tax purposes, and also 
for city tax purposes in cities of the 
first, second and sixth classes. Tangible 
personal property in the District of 
Columbia, other than motor vehicles, is 
assessed as of July 1. The disposition 
of property prior to July 1, owned and 
located in these jurisdictions, has been 
found to eliminate liability for taxes 
on such property which would other- 
wise arise by reason of ownership on 
that July 1. 


NEW JERSEY 


Questioned charter amendment ruled effective if 
statutory procedure observed in its adoption and 
filing. 


“The main question presented for our 
determination,” said the Superior Court 
of New Jersey, Appellate Division, “is 
whether the Charter of 536 Broad 
Street Corporation may be amended so 
as to delete Article Seventh, if such 
amendment is accomplished in a man- 
ner consonant with the General Cor- 
poration Act.” Article Seventh pro- 
vided that no real estate owned by the 
corporation might be leased, mort- 
gaged, sold or exchanged without the 
adoption of a resolution of the Board 
of Directors, approved in writing by 
the holders of not less than 75% of 
the issued and outstanding stock. 


“Plaintiff contends,” remarked the 
court, “that every corporate charter is 
a binding contract between the cor- 
poration and its stockholder and by 
the stockholders inter sese. That propo- 
sition of law is well settled and is 
amply supported by the decisions of 
our State. However, it must also be 


Plaintiff stockholder, 


who 


remembered that the law existing at 
the time the charter is granted is as 
much a part of that charter as though 
that law were fully and _ explicitly 
stated in the charter, and every stock- 
holder is presumed to have purchased 
his stock, subject to the charter as so 
expanded.” “These provisions of the 
General Corporation Act, which is part 
of the charter of the 536 Broad Street 
Corporation, are broad enough to per- 
mit the amendment contemplated, pro- 
vided, the required number of votes 
are secured and the proper procedure 
followed.” 


Warren v. 536 Broad St. Corporation 
et al., 70 A. 2d 782. John Warren of 
Jersey City, for plaintiff-appellant. 
Raymond J. Lamb (Markley & Broad- 
hurst, attorneys), of Jersey City, for 
defendants-respondents. Percy G. Britt, 
of North Bergen, cross-action defendant- 
appellant, attorney pro se. 


suggested changed 


method of operation which resulted in financial 
benefit to company, ruled not entitled to reimburse- 
ment for expenses, including counsel fee. 


Plaintiff stockholder in defendant com- 
pany, through his attorney, offered to 
purchase and carry away from its 
plant certain waste and by-products on 
terms more advantageous than those 
then existing. After a conference of 
defendant’s officials with plaintiff’s at- 
torney, the company advertised for 


bids for the disposal of these by- 
products, and a considerable saving to 
the company resulted from new af- 
rangements effected with others than 
the plaintiff. He then instituted suit 
to recover expenses, including counsel 
fee, incurred in making the investigation 
and bringing to the attention of the 
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management the means by which the 
additional revenue had been obtained. 
The Superior Court of New Jersey, 
Chancery Division, stated the question, 
submitted by stipulation of counsel, as 
follows: 


“Is a stockholder of a corporation 
entitled to be reimbursed for his ex- 
penses, including a counsel fee, where 
he has brought to the attention of the 
corporation a changed method of oper- 
ating the corporation, which redounds 
to the corporation’s financial benefit?” 
There was no accusation of a fraudu- 
lent motive or breach of trust, the im- 
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foreign corporations 


plication being of bad though honest 
judgment. 


The court ruled that in the absence 
of an actual express agency, the plain- 
tiff was not entitled to recover as an 
implied agent of defendant. Nor was 
he entitled to recover as an implied 
representative of the other stockholders 
in the view of the court, which granted 
defendant’s motion for a judgment. 

Mimnaugh v. Atlantic City Electric 
Co., 70 A. 2d 904. Moore, Butler & 
McGee (by James N. Butler), of 
Atlantic City, for plaintiff. Lloyd & 
Horn (by John Lloyd, Jr.), of Atlan- 
tic City, for defendant. 


Solicitation of orders, combined with licensing of 

purchasers to employ patented method of using 

products, ruled doing business so as to uphold ser- 

vice of process upon unlicensed foreign corporation 

seller, effected by serving Secretary of State as its 
process agent. 


Petitioner, an unlicensed New York 
corporation, sought a writ in the Cali- 
iornia District Court of Appeal, Second 
District, Division 1, commanding a 
cessation of proceedings against it in 
respondent court in a tort action, in 
which petitioner’s motion to quash ser- 
vice of summons, upon the ground that 
it was not doing business in California, 
had been denied. Process was served 
upon the Secretary of State and a copy 
delivered to petitioner at its office in 
New York. 


Petitioner had one salesman who 
covered eleven western states, taking 
orders from wholesalers and jobbers 
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but not from retailers for beauty 
products which were shipped from 
petitioner’s warehouse in New York. 
In addition, under written agreements, 
secured by the jobbers, petitioner 
licensed others to use certain of peti- 
tioner’s patented methods of putting 
permanent waves in human hair. It 
had no officer or agent in California 
except its salesman and all contracts 
were signed by petitioner in New York 
and all accounts paid through its New 
York office. The District Court of 
Appeal remarked that petitioner went 
far beyond the mere solicitation of 
orders through a salesman and placed 
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CALIFORNIA (Continued) 


emphasis upon its licensing agree- 
ments, secured through the jobbers, in 
which minimum prices to be charged 
customers were stipulated, in conclud- 
ing that petitioner was doing business 
so as to be subject to service of process. 


Sales Affiliates, Inc. v. Superior Court 
in and for Los Angeles County, 214 P. 


FLORIDA 


2d 541. Reed & Kirkland of Los Angeles, 
for petitioner. Harold W. Kennedy, 
County Counsel, Wm. E. Lamoreaux, 
Deputy County Counsel of Los An- 
geles, for respondent. Commerce 
Clearing House Court Decisions Requi- 
sition No. 428856. ; 


Chartering by defendant of vessel owned by plaintiff 

unlicensed foreign corporation for use in commerce 

between Florida port and Caribbean ports, ruled not 

doing intrastate business so as to require corpora- 
tion to qualify. 


The plaintiff below, an unlicensed foreign 
corporation, had chartered a_ vessel 
which it owned to the defendant for a 
period of six months and it had been 
used by defendant for about two 
months. Part of the agreed charter 
rentals had been paid and judgment 
obtained in the lower court was for 
the balance due. The boat had been 
used by defendant in transporting 
bananas from Caribbean areas into the 
port of Miami, Florida. The defendant 
below had moved to dismiss the suit 
because the plaintiff was a foreign cor- 
poration and not authorized by law to 
transact business in Florida. The trial 


MINNESOTA 


court had denied the motion, regard- 
ing the business done as “interstate 
trade or business and not intrastate 
trade or business.” This ruling was 
affirmed by the Supreme Court of 
Florida, which found “substantial testi- 
mony to sustain the views of the trial 
court.” 


Schwartz v. Franco Corporation, 
Supreme Court of Florida, February 
7, 1950. Robert H. Givens, Jr., for 
appellant. Loftin, Anderson, Scott, 
McCarthy & Preston, for appellee. 
Commerce Clearing House Court De- 
cisions Requisition No. 426898. 


Unlicensed foreign corporation ruled present within 

state for purposes of service on an agent who effected 

systematic and continuous solicitation of orders, 

adjusted disputes with corporation’s customers and 

where company participated in a food show held in 
state. 


This was an appeal to the Supreme 
Court of Minnesota from an order of 
a county District Court granting a 


motion of one of the defendant foreign 
corporations to quash service of pro 
cess upon it, on the ground that the 
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individual served was not at the time 
defendant’s agent within the state. 


This corporation had its principal 
ofice in Bloomington, Illinois, and 
did not maintain a warehouse, office 
or other specially designated location 
in Minnesota. It was engaged in the 
confectionery business and for many 
years had sold its products in Minne- 
sota and other northwest states through 
its salesman, the ‘individual served 
with process, whose territory included 
Minneapolis. Orders obtained were 
mailed to Bloomington and filled by 
shipment to the customers. In addi- 
tion to selling, this salesman at times 
made adjustments with customers and 
gave them credit for losses sustained 
in connection with purchases of de- 
fendant’s products. He did not make 
collections or deliver merchandise. He 
took an active part in defendant’s par- 
ticipation in a food show staged by 
plaintiff in Minneapolis in September, 
1948. The events out of which the liti- 
gation arose occurred during a pro- 
gram broadcast from this show. Due 
to illness, he severed his employment 
with the moving defendant on March 
1, 1949, leaving Minnesota for hospital- 
ization, but returning to call on custo- 
mers between March 12 and 18 of that 
year to advise them of the termina- 
tion of his employment and to take 
final orders. While there, on March 
16, he was served as defendant’s agent. 


NEW YORK 
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Service upon withdrawn corporation set aside where 


The State Supreme Court reversed 
the order of the trial court vacating 
and setting aside the service on the de- 
fendant, regarding the agent as a 
proper agent as he was performing the 
same functions he had performed prior 
to March 1, 1949, his work subsequent 
to that date being regarded merely as 
an extension of the old agreement of 
employment. The court also found 
the corporation present within the 
state so as to sustain the service of 
process, by reason of the regular and 
systematic solicitation of orders by the 
agent, the substantial volume of 
products flowing into the state in con- 
stant and continuous stream as a re- 
sult, the compromise and adjustment 
of disputes with customers by the 
soliciting agent and by reason of the 
corporation’s participation in the food 
show. 


Continental Convention & Show Man- 
agement, Inc. v. American Broadcasting 
Co. et al.,* 41 N. W. 2d 263. Coursolle, 
Preus & Maag and E. John Abdo of 
Minneapolis, for appellant Faegre & 
Benson, Paul J. McGough, Wright W. 
Brooks of Minneapolis, and Costigan, 
Wollrab & Yoder of Bloomington, IIli- 
nois, of counsel, for respondent. 





*The full text of this opinion is 
printed in the State Tax Reporter, 
Minnesota, page 404. 


made on former officer, and not on Secretary of State 
who was designated as sole agent for process upon 


Plaintiff sought to recover damages 
for personal injuries incurred in New 
York at a plant of one of the de- 
fendants, a West Virginia company. 
Several months after the injuries were 


withdrawal. 
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sustained, this defendant had with- 
drawn from New York and had been 


dissolved in its home state. A year 
after the cause of action arose, and 
subsequent to the withdrawal and dis- 
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solution, service in the suit, which de- 
fendant moved to set aside, was made 
upon one who had been a vice-presi- 
dent of the defendant, whose assets 
had been transferred to the other de- 
fendant, which had assumed all liabilities. 


The New York Supreme Court, Ap- 
pellate Division, Fourth Department, 
ruled that the motion to set aside the 
process served upon the former vice- 
president should have been granted. 
It stressed that Section 216 of the 
General Corporation Law provides that 
“process against the corporation in an 
action upon any liability or obligation 
incurred within this state before the 
filing of such certificate of surrender of 
authority may be served, after the 
filing thereof, upon the Secretary of 
State,” and remarked: “This sentence 
is plain. No other method of obtain- 
ing jurisdiction can be read into it.” 
The court regarded the defendant served 
as having “the right to rely upon ser- 


OHIO 


vice of process by delivery to the per- # 
son whom the statute required it to © 


designate and whom it did designate, 
in order to bring it within the court's 
jurisdiction. It was not required to 
rely upon delivery of the summons to 
an officer or former officer of the cor- 
poration who happened to live within 
the state and who might or might rot 
see fit to protect the interests of the 
defendant.” 


Capello v. Union Carbide & Carbon 
Corp.,.* 95 N. Y. S. 2d 36. Orr, Brydges 
& Orr of Niagara Falls, for plaintiff- 
respondent. Franchot, Runals, Cohen, 
Taylor & Mallam of Niagara Falls, for 
defendant-appellant Electro Metallur- 
gical Company. Commerce Clearing 
House Court Decisions Requisition No, 
426347. 


*The full text of this opinion is 
printed in the CCH New York Cor. 
poration Law Reporter, page 9421. 


Service of process on subsidiary as agent set aside 
where parent did no business in state. 


Two of the defendants were Delaware 
corporations which had no places of 
business or agents in Ohio. Service 
of process upon them, which they 
moved to have quashed, was made 
upon a “Delaware subsidiary of these 
corporations which was licensed to do 
business in Ohio, by serving the 
statutory agent of this Delaware sub- 
sidiary. 


The Ohio Court of Appeals of Frank- 
lin County affirmed a judgment sustain- 
ing motions to quash the service of 
process. The court observed: “May a 
foreign corporation be served with pro- 
cess in Ohio by serving a subsidiary 
of such corporation as the managing 
agent thereof? As a requisite to the 
validity of such service it must be 


shown that such foreign corporation is 
doing business in Ohio. 32 Ohio juris- 
prudence, 540, Section 140. The record 
does not show that the foreign corpo 
rations in question were doing bust 


ness within the state. The subsidiary 


was conducting its own business.. It 
cannot be successfully maintained that 
the foreign corporations were doing 
business within this state because theif 
subsidiary was so doing business. That 
they are distinct corporate entities is 
clear. The fact that the stock of the 
subsidiary was held by the foreign 
corporation and that the foreign cof 
poration exercised control 
subsidiary through the ownership of 
the stock, the corporate identity being 
formally preserved, is not sufficient t 


subject such foreign corporation to thé’ 
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jurisdiction of the state court. Such 
facts do not constitute ‘doing business 
in this state.’ In the case at bar, sep- 
arate corporate identity was definitely 
preserved, which fact cannot be dis- 
regarded.” 

Rucker et al. v. Personal Finance Com- 
pany et al..* 90 N. E. 2d 428, appeal 


PENNSYLVANIA 


dismissed, 85 N. E. 2d 557, 151 Ohio 
St. 338. Matthew L. Bigger, for ap- 
pellants. Henry A. Reinhard. Vorys, 
Sater, Seymour & Pease and Carl H. 
Tangeman, for appellees. 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Ohio, page 320. 


Reference to two branches maintained in state on 

invoice of corporation regarded as requiring it to 

allege its qualification in complaint when suing in 
Pennsylvania County Court. 


The Court of Common Pleas, Lycoming 
County, allowed plaintiff foreign cor- 
poration fifteen days in which to plead 
whether or not it was a foreign corpo- 
ration doing business in Pennsylvania 
and, if so, to qualify as a foreign cor- 
poration, or to have its complaint dis- 
missed, under circumstances where 
there was attached to the complaint 
as an exhibit a copy of an invoice 
of plaintiff showing the following: 
“Branches at: Bird in Hand, Pa. * * * 
Box 37, Elizabeth, Pa.” 


TENNESSEE 


The court concluded that the state- 
ment of claim, in suggesting on its 
exhibits that there were branch offices 
in Pennsylvania, disclosed that the 
corporation came within the purview 
of the statutes requiring licensing as a 
foreign corporation. 


Carbola Chemical Co., Inc. v. Kauf- 
man, Court of Common Pleas, Lycoming 
County, December 23, 1949; 2 Lyc. 1. 
Commerce Clearing House Court De- 
cisions Requisition No. 427487. 


Unlicensed corporation, acting as film distributor, 
sending film into state for exhibition, ruled “doing 
business” and denied right to use state’s courts. 


The appellants, two unlicensed foreign 
corporations, were the producer and 
distributor of a motion’ picture film to 
which defendant municipal board of 
censors had failed to give approval for 
showing in their municipality. Appel- 
lants had sought to maintain this action 
to review the action of the board. A ques- 
tion raised was whether appellants were 
doing intrastate business, and, if so, 
whether the suit could be maintained 
under state laws. 


The Supreme Court of Tennessee 
afirmed a judgment of the county 


court dismissing the suit. The court 
regarded the distributor as “doing busi- 
ness” in Tennessee, where it received 
films shipped from Missouri to a studio 
in Memphis, Tennessee, prior to offer- 
ing to contract for any local exhibitor 
and where it rented the studio, and 
hired an operator for the purpose of 
exhibiting the picture to the defendant 
board of censors and possibly exhibitors 
who might be interested, even though 
no contract with any exhibitor was ex- 
ecuted as a result and the film was 
returned to the distributor’s office in 
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Well, why should a 
corporation’s officers and 
directors be required to shoul-’ 
der the burden of guarding the com- 


pany against the risks inherent in trans- 


ferring stock under today’s complicated 
rulings and regulations? Especially when 
CT can assume that burden for as 
much, or as little, as it now costs 
to carry on that activity in the 
company’s own office. 
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TENNESSEE (Continued) 


Missouri. The court found that the 
film “‘comes to rest’ in this State when 
it is exhibited at a local theatre for the 
enrichment of the appellants. It does 
not come to rest for any other purpose 
and constitutes ‘doing business’ in 
Tennessee.” 


United Artists Corporation et al. v. 
Board of Censors of City of Memphis 
et al..* 225 S. W. 2d 550. Canale, 
Glanker, Loch & Little, Daniel D. 
Canale, of Memphis, Philip J. O’Brien, 
Jr., of New York City, Taylor & Quick 


of Memphis, for plaintiffs in error. J. 
Seddon Allen, David N. Harsh, Lake 
Hays, James J. Pleasants, Jr., City 
Attorney, F. B. Gianotti, Jr., Assistant 
City Attorney, Kenneth  Larkey, 
Charles M. Crump, Robert W. Pharr, 
of Memphis, for defendants in errof. 
(Petition for writ of certiorari filed im 
the Supreme Court of the United States, 
March 15, 1950; Docket No. 680.) 


*The full text of this opines is 
printed in the State Tax 


Tennessee, page 327. : 


-taxation 


Alaska 1949 Income 


The decision of District Court for the 
Territory of Alaska, Division No. 1, at 
Juneau, in Alaska Steamship Company 
v. Mullaney, Commissioner of Taxation, 
84 F. Supp. 561, (The Corporation 
Journal, October, 1949, page 12), up- 
holding the validity of Chapter 115 of 
the 1949 session of the Legislature of 
the Territory, imposing an income tax 
upon individuals, corporations, fiduciaries 


CALIFORNIA 


Tax Law held valid. 


and banks, has been affirmed by the 
United States Court of Appeals, Ninth 
Circuit. 


Alaska Steamship Company v. Mul- 
laney, Commissioner of Taxation, United 
States Court of Appeals for the Ninth 
Circuit, March 1, 1950. Commerce 
Clearing House Court Decisions Requi- 
sition No. 428325. 


Franchise Tax Commissioner upheld in use of three- 
factor method of reallocation. 


The Bank and Corporation Franchise 
Tax Act provides that if the entire 
business of a corporation is not done 
within the state, the tax is to’ be meas- 
ured by that portion of the net income 
which is derived from business done 
within the state, “determined by an 


allocation upon the basis of sales, pur- 
chases, expenses of manufacture, pay- 
roll, value and situs of tangible prop- 
erty, or by reference to these or other 
factors, or by such other method of 
allocation as is fairly calculated to 
assign to the state the portion of net 
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income reasonably attributable to the 
business done within this state and to 
avoid subjecting the taxpayer to double 
taxation.” 


The California Supreme Court up- 
held the Franchise Tax Commissioner 
is using a reallocation factor consist- 
ing of only three of the five factors 
specifically mentioned in the statute, 
(Sec. 4, Deering’s Gen. Laws, Act 
8488), property, payroll and sales, and 
omitting the other two—purchases and 
expenses of manufacture, plaintiff 
having insisted that one of these, pur- 
chases, should be included. The court 
observed that “the broad language of 
the section indicates that the factors 
therein designated are suggestive, but 
not mandatory or exclusive, and that 
the commissioner is empowered in his 
discretion to choose such tax base for 
his formula allocation as will carry out 
the act’s purpose to achieve a proper 
apportionment of business done within 
and without the state, and at the same 
time avoid double taxation.” 


The court found no merit in plain- 
tiff’s constitutional objection to de- 


CONNECTICUT 


fendant commissioner’s reallocation 
formula because of the assignment of 
100% of plaintiff’s sales to California, 
where plaintiff had no out-of-state em- 
ployees or offices effecting sales and 
where the out-of-state sales were 
effected through independent brokers. 
The court regarded the place where 
the buyer signed the contract with 
plaintiff or took delivery of the ship- 
ment from the carrier as not neces- 
sarily determinative of the sales situs 
for the purpose of computing the sales 


tactor. 


El Dorado Oil Works v. McColgan,* 
215 P. 2d 4. Williamson & Wallace 
and W. F. Williamson, of San Fran- 
cisco, for appellant. Swarts, Tannen- 
baum, Ziffren & Steinberg, Jacob 
Shearer and Shirley A. Siegel, of Los 
Angeles, amici curiae, on behalf of 
appellant. Fred N. Howser, Attorney 
General; James E. Sabine, Deputy At- 
torney General, for appellee. Com- 
merce Clearing House Court Decisions 
Requisition No. 427497. 


* The full text of this opinion is 
printed in the State Tax Reporter, 
California, page 12,243. 


State franchise income tax ruled valid as applied to 
foreign interstate trucking corporation qualified to 
do business in the state. 


In Spector Motor Service, Inc. v. Mc- 
Laughlin, decided October 18, 1949, by 
the United States District Court, Dis- 
trict of Connecticut, (The Corpora- 
tion Journal, January, 1950, page 72), 
it was held that the Connecticut busi- 
mess corporation franchise tax, based 
on net income allocated to the state 
Was not applicable to a foreign inter- 
state trucking concern, licensed as such 
in Connecticut, engaged in collecting 
freight within the state and transport- 
ing it by truck to points in Illinois and 
Missouri. 


Upon appeal, the United States 
Court of Appeals, Second Circuit, has 
reversed this ruling and held the tax 
valid. In the course of its opinion, the 
court applied two tests as to the effect of 
the tax on interstate commerce, character- 
ized as the “multiple burden” test and the 
“direct-indirect” test. By each test, the 
tax was found unobjectionable, under 
decisions of the Supreme Court of the 
United States. The court concluded: 
“The Connecticut tax here involved 
does not discriminate against inter- 
state commerce. It is not burdensome 
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to interstate commerce. It does not 
attempt to reach activities beyond the 
borders of Connecticut. It is not sus- 
ceptible of being repeated by any other 
state. It is not a levy upon the privilege 
of engaging in interstate commerce. 
It is a proper and reasonable excise 
upon the privileges which Connecticut 
freely grants to all alike. Therefore 
we regard it as valid.” 


Spector Motor Service, Inc. v. O’Con- 
nor,* United States Court of Appeals, 
Second Circuit, March 29, 1950. Frank 


FLORIDA 


W. Flood, Asst. Atty. General (Wik 
liam L. Hadden, Atty. General, on the 
brief), for defendant-appellant. Cyril ~ 
Coleman (Day, Berry & Howard, on ~ 
the brief), of Hartford, for plaintiff- 
appellee. Commerce Clearing House 
Court Decisions Requisition No, 
430099. (It is anticipated that this case 
will shortly be taken to the Supreme 
Court of the United States.) 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Connecticut, page 289-42. 


Constitutionality of 1949 Florida sales tax upheld 
as applied to rentals. 


Petitioner, a landlord, was held on a 
warrant for having failed to collect the 
Florida sales tax as to rentals from a 
tenant and for failing to keep books 
or records required under the provi- 
sions of the act imposing the tax. The 
Florida Circuit Court, Fifteenth Judicial 
Circuit, without a written opinion, 
ruled that the statute had imposed an 
excise tax, a sales tax, which was not 
a debt within the meaning of the 
Federal Constitution and that it was 
not a debt within constitutional pro- 
visions against imprisonment for debt. 
As the invalidity of the act did not 
plainly appear, the court ruled it was 


constitutional. Petitioner was ordered 
to be remanded to the custody of the 
defendant and released on his own per- 
sonal recognizance, - pending further 
action by the trial court. 


Gaulden v. Kirk, Florida Circuit 
Court, Fifteenth Judicial Circuit, De- 
cember 19, 1950. J. Tom Watson of 
Tampa, Samuel H. Adams of West 
Palm Beach and Sumter Leitner of 
Arcadia, for petitioner, Phil D. O’Con- 
nell of West Palm Beach and Richard 
W. Ervin of Tallahassee, for respon- 
dent. Commerce Clearing House Court 
Decisions Requisition No. 428855. 
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Georgia— House Bill 1033 substitutes a three factor apportionment ratio 
based on average inventory, salaries and wages, and gross receipts. As to gross 
receipts, the act contains a provision that, in determining the gross receipts 
within Georgia, receipts from sales negotiated or effected through offices of the 
taxpayer outside Georgia and delivered from storage in Georgia to customers 
outside the state are to be excluded. 


Kentucky—H. B. 446 increases the corporation income tax rate for two 
full years from 4% to 4%4%, beginning January 1, 1950 for calendar year com- 
panies and as to fiscal years beginning after that date. 

H. B. 281 adds a payroll factor to the tangible property and business factors 
previously in use in the apportionment of corporate income. 


Maryland—Chapter 2 provides that the courts of Maryland are to recog- 
nize and enforce the liability for taxes lawfully imposed by the laws of any other 
state or the District of Columbia which extends a like comity in respect of the 
liability for taxes lawfully imposed by the laws of Maryland. (Other states which 
have adopted like reciprocal statutes are Alabama, Georgia, Maine, Minnesota, 
Missouri, Oklahoma, Oregon, Tennessee and Wisconsin.) 


New Jersey —Chapter 12 has amended Section 14:10-4 of the Revised 
Statutes so as to permit a New Jersey corporation to hold its stockholders’ meet- 
ing at a place in New Jersey other than in the municipality in which its principal 
office is located, if the directors designate such place and if such place is stated in 
the notice of the meeting. 


New York—Chapter 52 provides that any consideration given by a real 
estate corporation for the purchase of its own stock in excess of the considera- 
tion received by it for the issuance of such stock is to be taxed as a dividend. 
This chapter also provides that if a real estate corporation becomes subject to 
tax under Article 9-A of the Tax Law, the business corporations income fran- 
chise tax, during any year, the real estate corporations tax will be prorated. 

Chapter 263 changes the time for the filing of withholding returns and for 
the payment of taxes withheld at the source from on or before February 15 to 
on or before March 1. 


South Carolina— House Bill 1498, Governor’s Act No. 787, restricts the 
use of the words, “Veteran,” “Legion,” “Foreign,” “Spanish,” “Disabled,” “War,” 
and “World War” in the name of a South Carolina corporation under certain 
circumstances. 


Texas — House Bill 3, The Omnibus Tax Bill, temporarily increases by 10% 


a substantial number of taxes, including the franchise tax and the chain store 
tax. 
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appealed to the 
' §upreme court 


The following cases previously digested in The Corporation Journal bave 
been appealed to The Supreme Court of the United States.* 


OCTOBER 1949 TERM 


GEORGIA. Docket No. 454. Georgia Railroad & Banking Company »v, 
Redwine, United States District Court, Northern District of Georgia, July 29, 
1949. (The Corporation Journal, February, 1950, page 92.) Property tax 
exemption—suit against state in Federal Court. Appeal filed, November 12, 1949, 
Jurisdiction noted, December 5, 1949. February 20, 1950: “Per curiam: Inasmuch 
as the Attorney General of Georgia stated at the bar of this Court that plain, 
speedy and efficient State remedies were available to appellant, the cause is 
ordered continued for such period as will enable appellant with all convenient 
speed to assert such remedies.” (70 S. Ct. 472.) 


MISSISSIPPI. Docket No. 653. Stone v. Reichman-Crosby Co., 42 So. 2d 
184. (The Corporation Journal, March, 1950, page 113.) Collection of use tax— 
goods shipped into state after solicitation of orders by non-resident salesmen. 
Appeal filed, March 6, 1950. March 27, 1950: “Per curiam: The motion to dismiss 
is granted and the appeal is dismissed for want of jurisdiction. Title 28, United 
States Code, Sec. 1257(2). Treating the papers whereon the appeal was allowed 
as a petition for writ of certiorari as required by Title 28, United States Code, 
Sec. 2103, certiorari is denied.” 


OKLAHOMA. Docket No. 658. Steinway v. Majestic Amusement Company 
et al., U. S. C. A., 10th Circuit, December 28, 1949; rehearing denied, February 9, 
1950. (The Corporation Journal, April, 1950, page 127.) Service of process—doing 
business—foreign corporation owning and voting majority stock in domestic com- 
pany on two occasions. Petition for writ of certiorari filed February 9, 1950. 


PENNSYLVANIA. Docket No. 617. Commonwealth of Pennsylvania v. 
Curtis Publishing Company, 69 A. 2d 410. (The Corporation Journal, March, 1950, 
page 114.) Income tax—taxability of interest on United States securities. Peti- 
tion for writ of certiorari filed, February 20, 1950. Certiorari denied, April 3, 1950. 


TENNESSEE. Docket No. 680. United Artists Corporation et al. v. Board 
of Censors of the City of Memphis et al., 225 S. W. 2d 550. (The Corporation 
Journal, May, 1950, page 149.) Doing business—use of state courts—film exhibi- 
bition—local censorship. Petition for writ of certiorari filed, March 15, 1950. 


* Data compiled from CCH U. S. Supreme Court Bulletin, 1949-1950. 
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julations and rulings 


Alabama— Where the ownership of two stores handling the same type of 
merchandise is involved, one store being owned entirely by an individual, and 
the other owner is a corporation, with one-half of its stock owned by the same 
individual, the stores are considered a chain and are subject to the license fees 
as such. (Opinion of the Attorney General, State Tax Reporter, Alabama, 
q 56-010.) 


Arkansas—All foreign corporations which have qualified to do business in 
Arkansas are liable for the payment of the corporation franchise tax, regard- 
less of whether or not any business is transacted in Arkansas. The character of 
the organization by which any business is conducted is immaterial. (Opinion 
of the Attorney General, State Tax Reporter, Arkansas, {[ 15.) 


Colorado—Colorado real and personal property taxes accrue, for federal 
income tax purposes, on March 1 of the property tax year for which levied. 
(1.T. 3984, State Tax Reporter, Colorado, { 20-500.01.) 


District of Columbia—The sales tax regulation covering contractors 
has been amplified to provide that contractors who furnish material and affix it 
to real property, so that it becomes real property, are deemed purchasers for 
sales tax purposes. (State Tax Reporter, District of Columbia, { 64-030.) 


Idaho—The Secretary of State may accept a restated or composite certifi- 
cate of incorporation, authorized by New York, (also by Delaware and Indiana), 
of a corporation already qualified in Idaho, when the corporation is filing the 
restated certificate with an amendment. Such certficates may also be accepted 
for corporations desiring to qualify as foreign corporations. (Opinion of the 
Attorney General to the Secretary of State, State Tax Reporter, Idaho, J 2-400.) 


Kentucky —An agent who solicits orders for an out-of-state photo company, 
collects a down payment on each order and sends it to the company, which in 
turn sends the photos direct to the customer c.o.d., is not subject to a municipal 
license tax. Such tax, as it would be, in effect, a tax on interstate commerce. 
(Opinion of the Attorney General, State Tax Reporter, Kentucky, { 30-011.) 


Lovisiana—The total number of miles of waterways of barge-line carriers 
should be taken into consideration for property tax assessment purposes, pro- 
vided that the watercraft operates over the entire line, route or system, and all 
of such watercraft should figure in the proportionate computation, regardless of 
whether part of the waterdraft ever come into Louisiana during the year or not. 
(Opinion of the Attorney General, State Tax Reporter, Louisiana, {| 20-343.) 


Missouri—Sales by a wholesaler to a purchaser who does not have an 


account number assigned by the Sales Tax Unit, Department of Revenue, and 
who does not make sales tax returns, may be considered sales at retail unless the 
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seller proves otherwise. The same rule applies to sales to purchasers outside aes 
the state, except when such sales are made in commerce between Missouri and ~ 
any other state. (Opinion of the’ Attorney General, State Tax Reporter, Mis- 
souri, { 64-733.) 

In the case of a merger in which a foreign corporation absorbs a domestic 
corporation, the foreign corporation is not entitled to a credit for the tax the 
domestic corporation paid at the time of its original incorporation, but must pay 
the full tax on the increased capital and surplus arising from such merger as is 
represented by the increased value of its property located and business transactéd 
in the state. (Opinion of the Attorney General to the Secretary of State, State 
Tax Reporter, Missouri, J .408.) 

An out-of-state employer maintaining no office of any kind within the city 
is not required to withhold the St. Louis earnings tax from a salesman working 
entirely within the city. (Letter of the St. Louis Collector of Revenue, State Tax 
Reporter, Missouri, J 74-004.) 


Nebraska—A foreign corporation, a dealer in sea foods, maintaining 
stocks in various cold storage warehouses in Nebraska and having no employees 
of its own working in the state, but selling these stocks through local brokers 
who mail their orders directly to the home office of the corporation, is not doing 
business in the state within the meaning of the statutes. (Opinion of the Attor- 
ney General, State Tax Reporter, Nebraska, § .012.) 


North Dakota—A party to a suit has the right to make service of process 
upon a foreign corporation which does not maintain an office or have a regis- 
tered agent in the state by delivering to and leaving with the Secretary of State 
three copies of the process and a fee of $3. (Opinion of the Attorney General 
to the Secretary of State, State Tax Reporter, North Dakota, { 2-010.) 


Tennessee — Liability for franchise and excise taxes of a Tennessee corpo- 
ration begins on the date that the corporation’s charter is recorded in the office 
of the register of the county wherein the principal office of the corporation is 
located. (Opinion of the Attorney General to the Commissioner of Finance and 
Taxation, State Tax Reporter, Tennessee, { .002.) 

Materials purchased in Tennessee by a non-resident who soon after trans- 
ports such materials out-of-state in his own vehicles, are subject to the sales 
tax if purchased for his own use, but are exempt if purchased for resale only. 
(Letter, Director of Sales Tax Division, State Tax Reporter, Tennessee, 
{ 60-020.) 


Texas— When a purchaser of gasoline plans to reprocess such fuel for pur- 
poses other than propelling motor vehicles on the public highways of the state, 
the sale of the gasoline is exempt from the motor fuel tax. (Opinion of the 
Attorney General to the Comptroller of Public Accounts, State Tax Reporter, 
Texas, { 40-224.) 


West Virginia—A city has the power to levy a license tax on any busi- 
ness, occupation or profession on which the State might levy such a tax, pro- 
vided it stays within the limits of its charter as tacitly or specifically amended by 
subsequent enactments of the State legislature. (Opinion of the Attorney General 
to the State Tax Commissioner, State Tax Reporter, West Virginia, § 30-027.) 
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for May and June * 


This Calendar does not purport to be a complete calendar of all matters requiring atten- 

tion by corporations in any given state. It is a condensed calendar of the more important 

requirements covered by the State Report and Tax Bulletins of The Corporation Trust 

Company. Attorneys interested in being furnished with timely and complete information 

regarding al] state requirements in any one or more states, including information regarding 

forms, practices and rulings, may obtain details from any office of The Corporation Trust 
Company or C T Corporation System. 


Arizona—Report to Corporation Commission and Registration fee due during 
June.—Domestic and Foreign Corporations. 


Arkansas—Income Tax Return and Payment due on or before May 15.— 
Domestic and Foreign Corporations. 
Returns of Information at the source due on or before May 15.— 
Domestic and Foreign Corporations. 


Delaware— Annual Franchise Tax due between April 1 and July 1—Domestic 
Corporations. 


Dominion of Canada—Annual Summary due on or before June 1— 
Dominion Companies. 


Florida— Annual Report and Fee due on or before July 1—Domestic and 
Foreign Corporations. 


Ilinois— Annual Franchise Tax due on or before July 1, but may be paid up 
to July 31 without penalty—Domestic and Foreign Corporations. 


lowa—Report of Transfers of Stock due on or before July 1—Domestic Cor- 
porations. 


Kentucky—Statement of Existence due in June—Foreign Corporations. 
Annual Verification Report as to Process Agent due in June— 
Domestic and Foreign Corporations. 
List of Resident Stockholders and Bondholders due on or before June 
1.—Domestic and Foreign Corporations. 


Lovisiana—Income Tax Return due on or before May 15.—Domestic and 
Foreign Corporations. 


Maine—Annual Franchise Tax Return due on or before June 1.—Domestic 
Corporations. : 


Michigan — Report of Unclaimed or Abandoned Property due on or before 
June 30.—Domestic and Foreign Corporations. 
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Montana— Annual Statement due within two months from April 1—Fo 

Corporations. % 
Annual License Tax based on net income due on or before June 

Domestic and Foreign Corporations. a 


Nebraska— Annual Report and Franchise (Occupation) Tax due on or be 0 
July 1—Domestic Corporations. 4 


Nevada—Annual List of Officers and Designations and Acceptance of 
dent Agent due on or before July 1—Domestic and Foreign Corporatio 


New York—Annual Franchise (Income) Tax Return (Form 3-CT—Arti 
9A, Tax Law) and payment of one-half of tax due on or before May 


—Domestic and Foreign Business Corporations, Holding Companies 
Investment Trusts. 


Oregon— Annual Report due during June.—Domestic and Foreign Corpe 
tions. ’ 


South Dakota— Annual Report due between May 1 and June 1.—Dome 
Corporations. ; 


Tennessee— Annual Privilege (Franchise) Tax Return and Payment, Ann 
Report and Tax and Excise Tax Report and Tax due on or before Je 
1.—Domestic and Foreign Corporations. ; 

Report of Dividends paid to residents due on or before July 
Domestic and Foreign Corporations. 


United States—Second Installment of Income Tax due June 15.—Dome 
Corporations and Foreign Corporations having an office or place of bu 
ness in the United States. 


Vermont—lIncome (Franchise) Tax Return due on or before May 15.4 
Domestic and Foreign Corporations. 


Virginia—Income Tax due June 1.—Domestic and Foreign Corporations. 


Washington— License Fee due on or before July 1—Domestic and Foreig 
Corporations. 


West Virginia—License Tax Statement due on or before July 1.—Domes 
Corporations. : 


Annual License Tax due on or before July 1—Domestic and Forel 
Corporations. 
Fee to State Auditor as Attorney in Fact due on or before July & 
Foreign Corporations and those Domestic Corporations whose princi 
place of business or chief works are located in other states. 


Wyoming—Annual Statement and License Tax due on or before July 
Domestic and Foreign Corporations. 
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ementary literature 


In connection with its various activities The Corporation Trust Company 

publishes the following supplemental pamphlets, any of which will be 

sent without charge to readers of The Journal. Address The Corporation 
Trust Company, 120 Broadway, New York 5, N. Y. 


’ Delaware Corporations (1949 Edition). Presents in convenient form a digest of 
5 the Delaware corporation law, its advantages for business corporations, 
the attractive provisions for non par value stock, and a brief summary of 
the statutory requirements, procedure and costs of incorporation. 


Some Contracts Have False Teeth. Interesting case-histories showing advisability 
of contractor getting lawyer’s advice before undertaking construction 
work outside home state, even for federal government. 


What Constitutes Doing Business. (Revised to March 1, 1948.) A 187-page book 
containing brief digests of decisions selected from those in the various 
states as indicating what is construed in each state as “doing business.” 


What Does a Transfer Agent Do? This illustrated pamphlet gives the highspots 
of a transfer agent’s services in 3 minutes reading time, with explanatory 
text if you want to read further. Of value to small as well as large 
corporations. 


More Sales with Spot Stocks. Advantages found by many manufacturers in 
carrying spot stocks at strategic shipping points—and preliminary stat- 
utory measures necessary to protect corporate status. 


Suppose the Corporation’s Charter Didn’t Fit! Shows how charter provisions 
which suit well enough at time of organization may be handicaps for the 
corporation in later life—some measures to avoid them that a lawyer 
may help his client to take. 


When a Corporation Is P. W. O. L. A simple explanation of the reasons for and 
purposes of the foreign corporation laws of the various states, and 
illustrations of when and how a corporation makes itself amenable to 
them. Of interest both to attorneys and to corporation officials. 


After the Agent for Service Is Gone. What will happen then if suit is brought 
against the company? Some examples taken from actual court cases, 
with full texts of the final decisions. 


‘We've Always Got Along This Way. A 24-page pamphlet of cases in various 
states in which corporation officials who had thought they were getting 
along very well with statutory representation by a business employe 
suddenly found themselves in trouble. ; 


Judgment by Default. Gives the gist of Rarden v. Baker and similar cases, show- 
S ing how corporations qualified as foreign in any state and utilizing their 
business employes as statutory representatives are sometimes left defense- 
less in personal damage and other suits. 





THE CORPORATION TRUST COMPANY 
120 Broadway, New York 5, N. Y. 


Postmaster—If undelivered for any reason, notify sender, 
Stating reason and new address, if known, if addressee 
has moved on Form 3547, postage for which is guaranteed. 


CORPORATION JOURNAL 


The Corporation Journal is published by The Corporation 


Trust Company monthly, except in July, August, and September. 
Its purpose is to provide, in systematic and convenient form, brief 
digests of significant current décisions of the courts, and the more 
important regulations, rulings or opinions of official bodies, which 
have a bearing on the organization, maintenance, conduct, regu- 
lation, or taxation of business corporations. It will be mailed 
regularly, postpaid and without charge, to lawyers, accountants, 
corporation officials, and others interested in corporation matters, 
upon written request to any of the company’s offices. 
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